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nths, Netherlands Bank Annual Report 
_— The 1954. Annual Report of the Netherlands Bank dis- | emphasizes that, in principle, the problem involved was 
cusses, among other things, the European Payments the choice between an international payments system 
: Union and the question of fixed exchange rates. With based on fluctuating rates and one based on fixed ex- 
ralia, regard to EPU, the Report states that during the last few | change rates. By choosing the first system, it is possible, 
years inflationary developments abroad have contributed _at least in theory, to aim at a stable price level (or at a 
much to the inflationary effects to which the Netherlands stable level of incomes) by continuously adjusting the 
economy has been exposed. However, it should be recog- _ rate of exchange. In the case of the Netherlands, however, 
nized that the international monetary policy pursued by there are many reasons for preferring the second alter- 
taled the Netherlands itself has, in part, been responsible for __native, i.e., a payments system based on fixed exchange 
it re- these developments; the bilateral payments agreements rates. But in that case, the Report says, one must also 
r, in- concluded by the Netherlands, and in particular the EPU _— accept the consequences of being a partner in a world 
inces. arrangement, have been instrumental in enabling other community. If this community should pass through a 
n the countries to avail themselves of purchasing power in the _ period of inflation, each member of the community is 
yever, Netherlands. This purchasing power was in fact created _ obliged to participate. The same is true for a period of 
r ton by the Netherlands Bank, whose stock of inconvertible deflation to which each partner has to adjust itself. It 
3. 7d. foreign exchange rose to more than one billion guilders. would be an illusion to believe that one country could 
aters- In this respect, experience with EPU has been disappoint- = apply a national anticyclical government policy so as to 
ing. It is true that EPU has greatly promoted the liberal- avoid being influenced by developments abroad. The 
nited. ization of European payments but, on the other hand, it _ best that can be achieved is a moderation of these external 
ial has diminished the necessity for its member countries to influences. For instance, by aiming at a strengthening 
, pursue a domestic policy of monetary equilibrium. A of the liquidity position in a period of favorable business 
rapid transformation of the present system of interna- conditions, a country can retain a certain degree of free- 
ae tional payments—which is too largely based on inter- dom for its actions during a period of unfavorable busi- 
national monetary credit—into a system of convertibility | ness conditions. Moreover, in the framework of inter- 
will make an important contribution toward the preven- _ national monetary and economic cooperation, the Nether- 
Inter- tion of inflationary effects originating in other countries. lands should aim at achieving an international payments 
iat in If inflationary financing results in losses of gold and system in which any participating country has an interest 
‘roner dollar reserves, debtor countries may be expected to com- in maintaining its domestic monetary equilibrium. A 
e also bat such inflation more vigorously than when they are _ balanced growth of the world economy is possible only 











entitled to receive automatic credits from other countries. 


Discussing exchange rate policy, the Report recalls 
last year’s debate about the desirability of a revaluation 
of the guilder. The Minister of Finance then stated that 
the exchange rate of the guilder should be autonomously 
changed only in extreme circumstances; necessary domes- 
tic adjustments should, in principle, not be carried out 
with the help of a change in the guilder rate. The Report 


President Eisenhower on May 2 requested the Congress 
to approve U.S. participation in the International Finance 
Corporation as part of the effort to increase the flow of 
private investment funds from the United States to other 
countries. “Government funds cannot, and should not, 
be regarded as the basic sources of capital for interna- 
tional investment. The best means is investment by 





The International Finance Corporation 





if the European countries collectively adopt a payments 
system based on the three principles of sound interna- 
tional economic cooperation, viz., convertibility of na- 
tional currencies, liberalization of trade, and maintenance 
of fixed exchange rates. 


Source: De Nederlandsche Bank N.V., Jaarverslag over 


het Boekjaar 1954, Amsterdam, Netherlands, 
April 26, 1955. 


private individuals and enterprises. The major purpose 
of the new institution, consequently, will be to help 
channel private capital and experienced and competent 
private management into productive investment oppor- 
tunities that would not otherwise be developed. Through 
the Corporation, we can cooperate more effectively with 
other people for mutual prosperity and expanding inter- 
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national trade, thus contributing to the peace and solidar- 
ity of the free world.” 

The Congress was asked to enact legislation providing 
for the payment of the U.S. subscription of $35,168,000 
to the $100 million capital stock of the Corporation. In 
his message, the President outlined the functions of the 
proposed Corporation (see this News Survey, Vol. VII, 
p. 317). He pointed out that it would not duplicate the 
operations of the International Bank for Reconstruction 
and Development, “for the investments of the Interna- 
tional Bank are guaranteed by its member governments 
and are of fixed-interest nature in projects not usually 
attractive to risk capital.” Neither will the Corporation 
duplicate the work of the Export-Import Bank. “The 
Bank .. . is an instrumentality of our foreign trade policy. 
It is not designed to provide venture capital; its loans are 
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Sterling Exchange Rates 


Sterling exchange rates strengthened further during the 
last week of April, apparently without official support. 
The spot rate in the London market moved up from 
$2.7934, and twice during the week reached the $2.80 
parity. The transferable sterling rate moved similarly, 
from $2.77 to $2.773%. A genuine commercial demand 
for sterling throughout the world would be normal at this 
time of year when the sterling area’s balance of payments 
is usually in surplus. But this year the demand for ster- 
ling is being accentuated by the virtual absence of antici- 
patory buying of sterling in recent months. Evidence of 
pressure on the U.K. balance of payments and of under- 
lying sterling weakness led overseas importers to postpone 
purchases of sterling and sterling area residents to 
undertake extensive covering of their exchange re- 
quirements. Sterling is now benefiting from this half- 
speculative, half-commercial bear position built up in 
recent months. The Economist estimates that such swings 
in sterling payments can account for as much as £400 
million between the two possible extremes. 

Sterling has also been helped by a further but moder- 
ating influx of foreign short-term funds. Since Bank Rate 
was raised to 44% per cent at the end of February, an 
estimated £50 million has come to London, mainly on 
continental European, Canadian, and U.S. account. Mar- 
ket evidence suggests that much of the counterpart to the 
associated forward sales of sterling has been provided by 
the U.K. authorities. Possibly greater support for sterling 
has come from the gradual repayment by overseas bor- 
rowers of sterling credits, owing to the present relatively 
high cost of acceptance credits in London, compared with 
New York, Amsterdam, and other centers. 

In the last few days of April, the demand for transfer- 
able sterling emanated largely from Soviet Russia, the 
bulk of whose foreign trade is now settled in sterling. 
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at definite interest rates with fixed schedules of repay- 
ment.” 

The President emphasized that U.S. participation in 
the International Finance Corporation was only one of 
many actions essential to the country’s foreign economic 
policy. The other steps that are needed include an ex- 
tension of the Trade Agreements Act, U.S. membership in 
the Organization for Trade Cooperation, simplification 
and improvement of customs valuation procedures, in- 
creased tourist allowances, changes in the law concerning 
the taxation of income from foreign sources and further 
developments in tax treaties designed to encourage private 
investment abroad, and continued technical cooperation 
with other countries. 

Source: The White House, Press Release, Washington, 
D. C., May 2, 1955. 


Sterling balances held on Russian account became seri- 
ously depleted a few weeks ago, but since then they have 
been built up, partly through substantial sales of gold and 
silver through the London market during April and partly 
through fairly heavy direct buying of transferable ster- 
ling during the final week of the month. 

In New York on May 4, the spot rate for sterling was 
$2.80 and the rate for transferable sterling was $2.774. 
Sources: The Economist, London, England, April 30, 

1955; The Journal of Commerce, New York, 
N. Y., May 5, 1955. 


U.K. Industrial Production 


The latest official estimates of U.K. industrial produc- 
tion tend to corroborate the statement in the Economic 
Survey (see this News Survey, Vol. VII, p. 313) that in- 
dustrial output in 1955 should rise appreciably above 
output at the end of 1954. The tentative index number 
for March is 139-140 (1948 = 100), the revised estimate 
for January is 134, and that for February is 138. When 
adjustment is made for seasonal variations, the impres- 
sion remains that output is now rising, after having 
tended to level off in the later months of last year. During 
the first quarter of 1955 it appears to have been between 
3 and 4 per cent above the 1954 average. Indications of 
the industries that have contributed to the recent re- 
expansion are not available, but it may be significant that 
the index for manufacturing, at 142, was 10 points higher 
in February 1955 than a year earlier, whereas in Janu- 
ary, at 138, it had been only 9 points higher. It seems 
probable that the motor vehicle and metal trades and 
the engineering, shipbuilding, chemical, and paper in- 
dustries have again been in the lead. 

Source: The Times, London, England, April 28, 1955. 


Trade and Payments Arrangements Between BLEU and Turkey 


The Belgium-Luxembourg Economic Union and Tur- 
key concluded, on April 15, a trade and payments ar- 
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rangement which is valid until complete settlement of the 
Turkish commercial arrears vis-a-vis BLEU exporters. 
The BLEU and Turkish authorities will establish a full 
list of BLEU claims on Turkey, arising from past exports 
and services connected with exports. The Turkish Gov- 
ernment guarantees that all proceeds from Turkish ex- 
ports of scrap, chrome, and manganese to the BLEU, as 
well as 30 per cent of the proceeds from exports of other 
commodities, will be used to reduce claims of BLEU 
exporters. In addition, it undertakes to make available 
for settlement of commercial arrears BF 125 million 
(US$2.5 million) in each of the next three years and to 
amortize any arrears remaining at the end of this period 
in two equal annuities. 

Meanwhile, credits up to BF 1.2 billion ($24 million) 
will be made available by Belgium through government 
credit institutions to Turkish importers for the purchase 
in the BLEU of equipment goods. The granting of these 
credits will be gradual and dependent on the development 
of BLEU imports from Turkey. 

Source: Office Belge du Commerce Exterieur, /nforma- 
tions Commerciales, Brussels, Belgium, Supple- 
ment, April 21, 1955. 


Danish Housing Policy 


In order to keep rents down and to increase the number 
of dwellings, the Danish Government has provided a 
substantial part of the necessary financing for housing 
in the postwar years. In certain cases, in which first and 
second mortgage associations together have provided 
about 35-40 per cent of the necessary financing, the Gov- 
ernment’s contribution has brought the total amount of 
financing up to 97 per cent. While mortgage loans were 
obtained by the builder at market rates, the Government 
raised funds in the long-term market at the current rate 
and lent to house builders at fixed rates as low as 2.2 per 
cent (against market rates of 5-6 per cent). During recent 
years the Government has provided about DKr 500 mil- 
lion annually for this purpose. In late 1954, however, the 
Government decided to discontinue lending at fixed rates, 
and announced that in future loans would be extended 
at the current market rate. At the same time, a fixed 
subsidy per square meter was introduced, thus offsetting 
part of the increase in the costs of financing. By these 
measures, building would once again be affected by 
changes in interest rates. 

Recently the Government has taken a further step 
toward reducing its housing subsidies. Government loans 
will be provided for not more than 94 per cent of the 
construction costs, against the earlier 97 per cent. More- 
over, the fixed subsidy is to be lowered immediately by 
about 21 per cent and will be eliminated over a 15-year 
period. If the interest rate or the cost of construction 
index should fall, the subsidy will be reduced correspond- 
ingly. In addition, the funds available for financing 
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building will be reduced from DKr 500 million to DKr 300 
million annually for the next four years. These measures 
are expected to cause a reduction of about 20 per cent 
from the high 1954 level of house building activity. 

The law on rents also has been changed. Over the 
coming two years, rents on dwellings constructed prior 
to the war will be raised by a total of about 26 per cent 
above the 1939 level (or about 21 per cent above the 
present level). Of this increase, about 40 per cent must 
be earmarked for repair and maintenance costs and about 
15 per cent for higher taxes. Rents on dwellings built 
since the war will be raised less. Thus the spread between 
rents on prewar and postwar units will be reduced some- 
what. Furthermore, approval of leases by local authori- 
ties are no longer required in the smaller towns, and leases 
in two-family houses may in the future be terminated 
freely by the landlords with a one-year notice. 


Source: Bgrsen, Copenhagen, Denmark, April 1, 1955. 


Savings Premium in Sweden 


The Swedish Government has introduced a bill in the 
Riksdag calling for a premium on voluntary savings in 
banks. The scheme will be applicable for the years 1955 
and 1956, and limited to a net saving of SKr 1,000 
(US$194) per year and to people whose annual taxable 
income exceeds SKr 1,200. The premium will be 20 per 
cent for savings in 1955 and 15 per cent for 1956, and it 
will be in addition to the interest paid by the banks. The 
premium which will be paid by the Treasury cannot be 
withdrawn before 1961 and will be tax free. 

Source: Svenska Dagbladet, Stockholm, Sweden, April 28, 
1955. 


Greek Economic Developments 


The modifications that Greece introduced in mid- 
February in its procedures relating to imports against 
supplier credit, to the timing of exchange settlement and 
clearance of imports, and to import credits (see this News 
Survey, Vol. VII, p. 263) have begun to have their 
expected effect on imports. As indicated by preliminary 
statistics, approvals for imports against sight drafts and 
for government or private imports from the dollar area 
declined substantially in March. 


The balance of payments deficit on current account for 
the fiscal year 1954-55 (July 1954-June 1955) is now 
expected to be some $50 million, compared with $22 mil- 
lion in 1953-54. Payments for imports are expected to 
increase by $95 million, to $346 million, but proceeds 
from exports will also probably increase by $38 million, 
to $175 million, or some $10 million more than was 
originally forecast. Net invisibles are expected to yield 
some $121 million, or $29 million more than in the 
previous year. It is believed that the prospective external 
deficit of 1954-55 will be more than covered by U.S. aid, 
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NATO infrastructure outlays, and reparations, so that 
by the end of June 1955 official exchange reserves should 
have increased by approximately $20 million (or 13 per 
cent). During the first eight months of the fiscal year 
1954-55, utilized U.S. aid amounted to $52.8 million, com- 
pared with $22.1 million in the corresponding period of 
1953-54. 

The note circulation, which increased from 3,272 mil- 
lion drachmas on June 30, 1954 to 3,888 million at the 
end of 1954, declined seasonally in the early months of 
1955; on March 15 it amounted to 3,743 million drach- 
mas. There was a parallel movement in over-all outstand- 
ing bank credit, which increased from 6,912 million 
drachmas on June 30, 1954 to 8,036 million on Decem- 
ber 31, 1954 and subsequently declined to 7,723 million 
at the end of February. Though commercial bank de- 
posits ceased to increase to any significant extent after 
September 1954, and there was even a tendency for them 
to decline in the quarter ended February 1955, the ratio 
of central bank funds to total bank credit also decreased, 
from 61 per cent in June 1954 to 58 per cent in February 
1955. For the first eight months of fiscal 1954-55, public 
revenue from domestic sources (including revenue from 
previous investments but excluding internal borrowing) 
is reported as 5,970 million drachmas, 971 million (or 
19 per cent) more than in the corresponding period of 
1953-54. The yield of direct taxes increased proportion- 
ately much more than that of indirect taxes. 

Domestic prices have been rising slightly since last 
July. Part of these increases, particularly those in the 
winter months, should be ascribed to seasonal factors. 
Retail prices in Athens, as measured by the Oikonomikos 
Tahidromos index, rose in the second half of 1954 at the 
average monthly rate of 1 per cent, but in the early 
months of 1955 prices increased at a slower rate. The 
cost of living in Athens (Bank of Greece index) increased 
by 1.7 per cent between June 1954 and February 1955; 
in March there was a further increase, of 2 per cent, 
primarily as a result of the authorized 50 per cent ad- 
justment in controlled rents. Wholesale prices in the 
Athens-Piraeus area (Bank of Greece index) in March 
were 4.1 per cent higher than in June 1954. 

There have been no sharp fluctuations in recent months 
in the price of the gold sovereign in Athens. In May 
1954 the sovereign was quoted at 317 drachmas (monthly 
average), but subsequently the rate tended to fall; since 
December 1954 it has been fairly stable (between 306 
drachmas and 308 drachmas). On April 11, the sovereign 
was quoted at 306 drachmas, and the black market rate 
for the U.S. dollar note was 30.60 drachmas (a premium 
of 2 per cent). These quotations resulted in a price 
of US$10 per sovereign, compared with US$9.20 in Paris 
and US$9.40 in Milan. 


Sources: Oikonomikos Tahidromos and Naftemboriki, 
Athens, Greece, various issues. 
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West German Foreign Trade 


West German exports, at present substantially higher 
than a year ago, are expected to increase further in the 
coming months. Likewise, as has been pointed out by the 
Bank deutscher Lander in its Monthly Report, imports 
have expanded rapidly and are likely to expand still 
more. Imports from the United States as well as from 
the rest of the dollar area have risen substantially, follow- 
ing the dollar liberalization measures taken by Germany. 

West German coal imports from the United States are 
expected to increase to between 3.5 million and 4 million 
tons this year, according to Hamburg importers. In 1954 
they amounted to 1.8 million tons. The main reasons for 
the expected increase are the needs of the steel industry, 
which is producing at a high rate. The price of U.S. coal, 
which last year was lower than that of Ruhr coal, has 
now risen to DM 67 per ton c.i.f. Hamburg, compared 
with DM 65 for Ruhr coal. 


Source: The Journal of Commerce, New York, N. Y., 
April 18, 1955. 


Russian Gold Sales 


Further Russian sales in London of £2 million worth of 
gold and a certain quantity of silver were reported in the 
first half of April. Sales have also been made in Switzer- 
land and elsewhere on the Continent. The purpose of the 
sales is believed to be the acquisition of sterling to pay 
for purchases in the United Kingdom and other sterling 
area countries, and Russian purchases of transferable 
sterling have helped to maintain the exchange rate 
(see p. 342). 

Source: The Manchester Guardian, Manchester, England, 
April 15, 1955. 


Middle East 


Turkish Import Policy 


The Turkish Government has published a decree auth- 
orizing, for the period until the end of 1955, imports 
without allocation of official foreign exchange. A mini- 
mum of 80 per cent of such imports should consist of 
specified essential goods in short supply, such as chemi- 
cals, industrial raw materials, packing materials, con- 
struction materials, nonferrous metals, machinery, trucks, 
and spare parts for vehicles. The remaining 20 per cent 
not paid for with official foreign exchange may consist of 
other goods, including luxuries. The import of goods 
under the new decree must not be inconsistent with the 
exchange surrender and other provisions of Law 13 for 
the Protection of the Turkish Currency. 


Pending the issuance by the authorities of detailed 
regulations, the question has been raised whether an 
importer will have to state explicitly how he has acquired 
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abroad the foreign exchange that would be used subse- 
quently to finance imports for which the Central Bank 
would not provide the means of financing. Another 
question is whether the imports under the new decree will 
be subject to existing internal price controls, and whether 
their cost prices should be established on the basis of 
the official exchange rate. Shortly after the announce- 
ment of the decree, the black market quotations for for- 
eign exchange rose substantially. The price for the 
transfer abroad of U.S. dollars rose in the Istanbul market 
from LT 8.20 on April 20 to LT 11 in the next few days, 
but declined subsequently, being reported at LT 8.90 on 
April 28. Gold quotations in the free market also in- 
creased, although, generally, the prices of gold or gold 
coins were less affected by the announcement of the new 
measure than those of foreign exchange. 


Sources: Le Journal d’Orient, Istanbul, Turkey, April 29, 
1955 and earlier issues; Department of Com- 
merce, Foreign Commerce Weekly, Washington, 
D. C., May 2, 1955. 


Pakistan's Wheat Policy 


Pakistan’s Food Minister has stated that the objectives 
of the Government’s wheat policy are to have at all times 
a reserve of 500,000 tons of wheat and to reduce further 
the price of wheat, which now is PRs 8-12 per maund 
(1 maund = 82 pounds). The new wheat year would 
begin with a reserve of 225,000 tons, which is 50 per 
cent less than in the previous year owing to an insufficient 
crop last season. The Government therefore plans to step 
up its wheat procurement in the new season to satisfy 
domestic demand and to restore the reserve to the mini- 
mum required. The Minister stated that he did not think 
that Pakistan would need a wheat gift from the United 
States in the new crop year. 


Source: Dawn, Karachi, Pakistan, April 3, 1955. 


Far East 
State Bank of India 


The Union Minister of Finance has introduced in the 
Lower House of the Indian Parliament a bill to establish 
a State Bank of India and to transfer to it the functions 
of the Imperial Bank, in order to extend banking facilities 
on a large scale, particularly in the rural and semiurban 
areas (see this News Survey, Vol. VII, p. 210). The date 
on which the Imperial Bank will be taken over will be 
announced by the Central Government in the official ga- 
zette. On that date, all shares of the Imperial Bank will 
be transferred to the Reserve Bank. According to the 
bill, each shareholder of the Imperial Bank will be paid 
a compensation of Rs 1,765-10-0 for a fully paid-up share 
and Rs 431-12-4 for a partly paid-up share. These amounts 
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are calculated on the basis of the average market value 
over the 12 months prior to December 20, 1954. 

The State Bank will have an authorized capital of 
Rs 200 million, divided into 2 million fully paid-up shares 
of Rs 100 each. The issued capital will be Rs 56.25 mil- 
lion divided into 562,500 shares, all of which will be 
allotted to the Reserve Bank of India, to replace its Im- 
perial Bank shares. The Reserve Bank will always hold 
a minimum of 55 per cent of the State Bank shares. In 
the disposal of the remaining shares, preference will be 
given to the former shareholders of the Imperial Bank. 

The bill includes provisions for facilitating the amalga- 
mation of other banking companies with the State Bank, 
and for opening “not less than” 400 branches in addition 
to those of the Imperial Bank “within five years of the 
appointed day.” 

An integration and development fund will be main- 
tained by the State Bank into which will be paid the 
dividends payable to the Reserve Bank on its holdings of 
55 per cent of the shares. This fund is to be used to 
meet losses that may be incurred as a result of the estab- 
lishment of new branches of the Bank. 

Detailed provisions have been laid down concerning 
the business that the State Bank may and may not trans- 
act, the provisions being based largely on the present 
regulations of the Imperial Bank which govern similar 
matters. Provision is made, however, for the State Bank 
to acquire or hold shares in the capital of other banking 
companies, and to designate any such banking companies 
as its “subsidiaries.” This provision is intended primarily 
to enable the State Bank to take over as subsidiaries the 
State-associated Banks to be integrated with it. 

Source: The Times of India, Bombay, India, April 17, 
1955. 


Profit Remittances from India 


Profits remitted in 1954 to foreign countries by for- 
eign companies, including banks, in India amounted to 
Rs 192.2 million (US$40.4 million); the corresponding 
figure for 1953 was Rs 166.7 million ($35 million). These 
figures do not include individual remittances of less than 
Rs 20,000 ($4,200), since such payments are not reported 
to the Reserve Bank of India. 

Source: Embassy of India, /ndiagram, Washington, D. C., 
April 18, 1955. 


Ceylon Government Loan 


A Ceylon Government loan of Rs 75 million, repayable 
in five to seven years with interest at 214 per cent per 
annum was floated on March 16 and fully subscribed on 
March 23. About Rs 47.2 million was subscribed in cash, 
and the remainder was taken up by the conversion of the 
134 per cent loan due December 1955. Cash subscrip- 
tions were mainly from commercial banks. The loan was 
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raised to finance government expenditure on economic 
development. 


Sources: Ceylon Daily News, March 8, 1955, and Ceylon 
News, March 24, 1955, Colombo, Ceylon. 


Ceylon’s Six-Year Housing Program 


Ceylon’s Ministry of Housing is reported to have out- 
lined a six-year plan for the construction of 25,000 
houses a year (6,000 houses in urban areas and 19,000 
in rural) during the period from October 195§ to Septem- 
ber 1961. The cost is estimated at Rs 50 million (US$10.5 
million) per year. It is estimated that 144,882 new houses 
are needed in urban areas, and that about 60 per cent 
of this total is required for families unable to pay a 
monthly rental of more than Rs 20. The Housing Minis- 
try intends.to build-approximately 3,600 low-cost houses 
per year for this segment of the population. Domestic 
materials will be used for the major part of the construc- 
tion. However, imported cement, at a cost of Rs 8 mil- 
lion, will be used until the government cement factory is 
able to increase its output from the present level of 82,000 
long tons a year. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., April 11, 1955. 


Taiwan Trade Agreements with Japan and France 


A trade plan completed by Taiwan and Japan on 
April 22 provides for an exchange of goods and services 
worth US$94 million each way for one year, retroactive 
to April 1, 1955. The two-way total of US$188 million 
represents an increase of $39 million over last year’s total 
of $149 million. The increase was due chiefly to Taiwan’s 
agreement to import more Japanese fertilizer and other 
chemicals, and Japan’s pledge to buy more Taiwan sugar. 
Taiwan’s main import items are fertilizer ($20.3 million), 
machinery, vehicles, and parts ($16.0 million), and fer- 
rous products ($10.2 million), while Taiwan’s chief ex- 
port items are raw sugar ($44.8 million) and rice ($25.0 
million). Settlement will be through open account, with 
a swing limit of $10 million as previously. Foreign 
exchange statistics show that for the 12 months from 
April 1954 through March 1955 Japanese exports to 
Taiwan amounted to $65.0 million, and imports from 
Taiwan were $63.5 million, leaving a balance of $1.5 
million in Japan’s favor. 

The Taiwan-French trade agreement signed on May 12, 
1954. (see this News Survey, Vol. VI, p. 379) has been 
extended for an indefinite period. It may be terminated 
on three months’ notice by either party. The extended 
agreement calls for an exchange of commodities amount- 
ing to US$10 million per year for each nation. Under 
the pact, Taiwan’s exports to France and French pos- 
sessions in North Africa consist chiefly of green tea. 


INTERNATIONAL FinanciaL News Survey, May 6, 1955 


In return, France is to ship to Taiwan chemical fertilizers 
and machinery. In the 11 months after May 1954 when 
the agreement went into effect, however, the volume of 
trade between Taiwan and France actually amounted to 
less than $1 million. It is reported that the new agreement 
includes technical details for stimulating trade between 
the two countries. 


Sources: Chinese News Service, Press Releases, New 
York, N. Y., April 5 and 19, 1955; Bank of 
Tokyo, Weekly Review of Economic Affairs in 
Japan, Tokyo, Japan, April 23, 1955. 


Japan's Foreign Exchange Surplus 


Japan’s foreign exchange receipts and payments in the 
fiscal year ended March 31, 1955 yielded a net surplus 
equivalent to US$344 million, compared with a deficit of 
US$313 million in the previous fiscal year. There were 
surpluses in all months except April and May 1954. For 
the entire year, there was a surplus of $220 million in 
sterling payments, $68 million in dollar payments, and 
$56 million in open account payments. The improvement 
occurred despite declining Special Procurement receipts 
and can be explained in terms of favorable conditions in 
overseas markets, domestic monetary disinflation, trade 
agreements, extension of the use of import usance bills 
for Japan, and reduced imports. 


During the current fiscal year, import payments may 
be higher on account of the need to replenish raw material 
stocks, which were depleted because of the reduced im- 
ports last year. Difficulties are also anticipated in en- 
hancing export receipts because of the stiffening compe- 
tition in export markets. 


Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
April 16, 1955. 


Japanese Rice Imports 


Japan’s imports of rice in 1954 rose by 320,000 metric 
tons, to 1.4 million metric tons, the increase being due to 
the poor harvest in 1953. Thailand continued to be the 
largest single supplier, but its percentage share of Japan’s 
total imports fell from 40 in 1953 to 26 in 1954. The 
share of the United States increased from 16 per cent 
to 24 per cent, and that of Burma from 17 per cent to 22 
per cent. Imports from Spain and Italy rose considerably, 
and China (Mainland) provided substantial supplies for 
the first time in recent years. 

Imports during the first two months of 1955 continued 
low—71,000 metric tons, compared with 362,000 metric 
tons in the corresponding months of 1954. It is now 
planned to import 1.2 million metric tons in the fiscal 
year which began on April 1. 1955. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., April 18, 1955. 
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United States and Canada 


U.S. Wheat Surplus 


The U.S. wheat carry-over on July 1 is expected to 
amount to more than one billion bushels, compared with 
903 million bushels on July 1, 1954 and 255 million 
bushels on July 1, 1952. Surplus wheat stocks continue 
to accumulate despite a one-third reduction in wheat 
acreage under government controls since 1949. The limit- 
ing effects on output of this reduction in acreage have 
been partially offset by increased yields per acre. Dimin- 
ishing requirements from abroad, however, have con- 
tributed substantially to the wheat surplus. Exports, 
which amounted to 474 million bushels in 1951, fell to 
220 million bushels in 1954, as foreign production re- 
covered from the effects of the war. New developments 
in wheat production threaten to intensify the surplus 
problem unless wheat acreage is further reduced or de- 
mand is stimulated. Recent experiments with new types 
of wheat showed yields as high as 60 bushels per acre, 
which is about double the average in areas showing the 
best yields today. It has been estimated that, within 
two years, three fourths of midwestern wheat acreage will 
be planted in these high-yielding varieties. 


Source: The Wall Street Journal, New York, N. Y., 
May 2, 1955. 


Canadian Exchange Rate 


The weakening of the Canadian exchange rate, which 
moved from Can$1.00 = US$1.035 at the end of January 
to US$1.026 on February 14 (see this News Survey, 
Vol. VII, p. 259), persisted throughout March and April. 
From an average of US$1.024 in February, the rate de- 
clined to US$1.014 in April. On May 4 the rate was 
US$1.012. 


Sources: The Journal of Commerce, New York, N. Y., 
May 5, 1955; Board of Governors of the Fed- 
eral Reserve System, Foreign Exchange Rates, 
Washington, D. C., various weekly issues. 


Canadian Trade in First Quarter of 1955 


Canadian exports and imports in the first quarter of 
1955 were both higher than in the equivalent period of 
1954. Exports rose by $100 million, to $966 million, and 
imports by $95 million, to $1.021 million; the visible 
deficit fell by $5 million, to $55 million. Exports to the 
United States accounted for $42 million of the increase 
in total exports and overseas markets for $58 million, 
most of which went to the United Kingdom. The United 
States, on the other hand, was the source of $87 million 
of the additional imports; purchases from the United 
Kingdom fell slightly, but imports from other areas 
rose. As a result, an increase of $44 million in the 
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deficit with the United States was more than offset by an 
increase of $49 million in the overseas surplus, all of 
which was due to trade with the United Kingdom. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, April 26, 1955. 


Latin America 


New Foreign Capital Law in Paraguay 


Law No. 246 covering the investment of foreign capital 
in Paraguay was promulgated by the Government in 
March. According to press reports, foreign capital may 
be incorporated in any of the following forms: foreign 
currencies; machinery and equipment, accessories and 
parts; raw materials and semimanufactured goods not 
produced in Paraguay; and transport'equipment:* Capital 
brought into the country in the form of machinery, equip- 
ment, and materials will be exempt from customs duties, 
as will exports of products and by-products, provided that 
these are not normally exported from Paraguay. The 
income tax will be reduced by 25 per cent. The Banco 
Central del Paraguay will provide the foreign exchange 
necessary for the payment of interest and dividends and 
for the repatriation of capital, in the proportion of not 
more than 20 per cent per year on registered capital. The 
National Council of Economic Coordination will fix terms 
of between 5 and 10 years for the concessions regarding 
income tax and customs duties, according to the condi- 
tions of each particular investment. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, April 2, 1955. 


Fiscal Developments in Uruguay 


Estimates for the fiscal year ended December 30, 1954 
indicate that the Uruguayan Central Government had a 
deficit of Ur$49.7 million, expenditures being Ur$476.8 
million and revenues Ur$427.1 million. The 1954 deficit 
was considerably below the Ur$70.9 million reported for 
fiscal 1953, when expenditures amounted to Ur$412.8 
million and revenues were Ur$341.9 million. As ir. 
previous years, deficits were reported in 1954 for the 
several official entities whose budgets are not consolidated 
with that of the Central Government; however, these 
deficits totaled only Ur$3.4 million, which is considerably 
less than the total of Ur$21.8 million reported for 1953. 
The Railroad Administration had a deficit of Ur$2.4 
million; the Port Administration, Ur$0.6 million; and 
the Highway Fund, Ur$0.4 million. 


For the first time in several years, the Exchange Dif- 
ferential Fund closed with a small surplus, amounting to 
approximately Ur$0.5 million. The deficit in 1953 had 
been Ur$4.4 million. The 1954 surplus, however, was 
less than had been expected; from early estimates a 
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surplus sufficient to cover the 1953 deficit of this Fund 
had been indicated. 


In February 1955, the National Council of Government 
submitted to Congress a draft bill to authorize the issue 
of internal public debt bonds totaling Ur$110 million, 
which would consolidate the total government deficit of 
Ur$92.7 million incurred in 1953. In January 1954, the 
Congress had authorized the issue of bonds totaling 
Ur$173 million for the funding of deficits totaling some 
Ur$147 million incurred in 1951 and 1952. At the end 
of December 1954, Ur$41.9 million of these bonds re- 
mained to be issued. 


The Minister of Finance reported that, because of the 
reduced amount of funds available in the capital market, 
sales of new issues of long-term government bonds in 
1954, at Ur$23.6 million, were 52 per cent below the 1953 
sales of Ur$48.7 million. Since private investors bought 
practically the same amount in 1954 (Ur$6.5 million) as 
in 1953 (Ur$6.4 million), the decrease was due entirely 
to smaller purchases by the Social Security Institutes, es- 
pecially the Industry and Commerce Pension Fund. The 
funds available for investment by the Social Security 
Institutes were reduced considerably after a law was 
passed on December 15, 1953, which increased benefit 
payments without making provision for additional re- 
ceipts. Official financial entities (i.e., the Social Security 
Institutes, the State Insurance Bank, and the Postal 
Savings Institute) are reported to have reduced their 
purchases of government bonds in 1954 to Ur$17.2 mil- 
lion, from Ur$42.3 million in 1953. 


Source: El] Dia, Montevideo, Uruguay, February 25, 1955. 


Argentine-U.K. Trade Agreement 


Argentina and the United Kingdom on March 31 signed 
a two-year trade agreement which provides for the ex- 
change of U.K. oil, coal, and manufactured goods valued 
at £85 million for Argentine meat, grain, wool, and other 
agricultural products valued at the same amount. Since 
the 1949 agreement between the two countries terminated 
in June 1954 and negotiations for a new agreement took 
eight months, the new pact actually will run only through 
June 1956. 


In an exchange of letters attached to the new agreement, 
the Argentine Foreign Minister stated that limited re- 
mittances from blocked business profits would be per- 
mitted. For about five years, U.K. concerns in Argentina 
have accumulated business profits and other funds which 
they have not been allowed to remit. It is estimated that 
these blocked funds total between £7 million and £10 
million. 


Source: The Journal of Commerce, New York, N. Y., 


April 1, 1955. 





Other Countries 


Gold Production in Australia 


Australian gold production in 1954, at 1,116,113 fine 
ounces, was the highest recorded since 1942; production 
in 1953 was 1,075,181 fine ounces. Refinery production 
of newly mined gold in 1954 also was higher than in 
1953, but the value was £A 259,000 below the 1953 level 
of £A 16,780,000. The decline in value was due to the 
lower premium obtained from sales of gold in overseas 
markets; it would have been even larger had not the 
Commonwealth Bank raised its official price for gold from 
£A 15/9/10 to £A 15/12/6 as of May 1, 1954. 

Source: Australian Financial Review, Sydney, Australia, 
April 14, 1955. 


Australian Government Loan 


A £A 40 million cash loan issued by the Government 
of Australia on March 15 has been oversubscribed by 
between £A 4 million and £A 5 million; final figures have 
not yet been made available. Included in the subscrip- 
tions, however, is £A 5 million invested by the Govern- 
ment out of sinking fund balances. Two types of se- 
curities were issued: short-term bonds at 9914 bearing 
interest of 3 per cent per annum and maturing in April 
1957, and long-term bonds at par bearing interest of 444 
per cent and maturing in November 1968. 

The proceeds of the loan will be used for financing the 
capital works programs of State Governments. The first 
loan launched for this purpose during the current finan- 
cial year was oversubscribed by £A 1 million and pro- 
vided £A 46 million. The second, issued last November, 
was undersubscribed by £A 13 million and provided 
£A 37 million. The Commonwealth Government had es- 
timated that it would be necessary to raise this year about 
£A 140 million on the domestic capital market to meet 
capital expenditures. The three loans issued so far have 
provided about £A 127 million. 

Source: Australian Financial Review, Sydney, Australia, 
April 14, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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